The aim of the article was to find nexus between brand orientation and financial performance in companies doing business in Serbia. We surveyed general managers, marketing managers, and brand managers in order to examine their views on the brand orientation dimensions of their companies. We matched the survey results with financial performance of those companies (EBITDA margin) in order to find linkages between these variables. We got expected results in the sense that strong brand orientation and weaker brand barriers lead to better financial performance. Overall brand orientation is significantly positively correlated with EBITDA margin, and brand barriers are significantly negatively correlated with that measure. We analysed the brand orientation and brand barriers between groups of companies classified according to their size, internationalization, origin of company ownership, origin of brand, specific business area of key brands and type of goods sold. Interestingly, there are undoubted differences in brand orientation and brand barriers only between foreign and domestic companies. These differences could be seen as one of the main reasons of differences between their EBITDA margins. Also, we saw some differences in brand orientation in case of companies with international brands in relation to companies with domestic brands, but those differences are fewer and smaller. We did not find any other statistically significant difference. The significance of the paper is in emphasizing that development of brand orientation of domestic companies could lead to improvement of their profitability and competitiveness.
Introduction
Nowadays, brand is seen as one of the most important intangible assets with a very strong influence on market value of companies. That is the reason why brand is a special subject of management -brand management (BM) and why brand management practice (BMP) has become a focus of many practitioners and researchers.
Because of its importance, it is obvious that brand should not be the exclusive domain of marketing management. It should be the central point of connection and communication between many departments and management levels, and an integral part of the main processes. This way of thinking has led to a new phenomenon -brand orientation. Brand oriented companies see brand as a core competence and the foundation of business development. In those companies, brand links internal and external stakeholders aiming at value creation.
Brand orientation is a complex phenomenon. It can be understood as consisting of several dimensions, like: innovativeness, brand commitment, brand monitoring, strategy permeation, elimination of brand barriers, etc.
A mirror of all business activities is financial performance (the other side of the coin of business activities). That means that we need to observe brand orientation through the perspective of creating shareholder (owners') value.
The focus of this paper is to investigate the nexus between brand orientation dimensions (BODs) and financial performance of companies in Serbia. Although, there was the empirical investigation about brand orientation in nonprofit sector in Serbia (e.g. Mandarić, Sekulić, & Pantić, 2012) , our paper aims to fill the lack of research on the relationship between BODs and financial performance in for-profit organizations in our country, as well as to compare the results of our study with the results of similar studies conducted in other countries. The paper will first present the theoretical background and literature review on this nexus, then, we will focus on the presentation of the research methodology and, finally, we will discuss our findings.
Theoretical background and literature review
Intangible assets have the greatest impact on the creation of enterprise market value today. The most valuable intangible assets relate to customer relations, employee skills and their knowledge, information technology and organizational culture fruitful for innovation, problem solving and general improvement of the organization. Brand and brand equity have a special place in that category of assets. Brand equity is a multidimensional concept composed of brand strength and brand value. Brand strength relates to consumer effects associated with brands, and brand value relates to the financial valuation of the brand. From managerial standpoint, one of the primary tasks for managers is to maximise brand equity in order to increase brand value (Raggio & Leone, 2009) . Besides, brands are important intangible assets that significantly contribute to firm performance, while brand equity is measured in the most convenient way by revenue premium (Ailawadi, Lehmann, & Neslin, 2003; Huang & Sarigöllü, 2014) . On the other hand, company performance as dependent variable of brand strength can be measured by sales, EBITDA or market share (Herrmann, Henneberg, & Landwehr, 2010) .
Brand is one of the main sources of competitive advantage (Djuričin, Janošević, & Kaličanin, 2013, p. 89) , even in industrial economy when we had a kind of product standardization on brand platform (Djuričin et al., 2013, p.236) . Economic profit is a proof of that advantage. Putting a value on a brand as a source of competitive advantage is important in several ways, because of: internal communications, brand positioning and communication, brand value tracking and management, external growth (Haxthausen, 2009 ). Importance of intangible assets is much more obvious in the case of service organizations rather than the producing ones. But today, service industries predominate in most national economies. It follows that intangible assets is a key creator of value for consumers, and consequently for business owners. Djordjević & Veljković (2012) explore how the importance of brands (brand significance) in the value chain can be used as a basis for segmentation of tourist market.
However, Ambler, Bhattacharaya, Edell, Keller, Lemon, & Mittal (2002) point out that the spread of pure service-based industries has led to the development of the customer equity concept. Customer equity is the present value of the future cash flows from customers buying all brands. On the other hand, brand equity relates to future cash flows from the sales of that brand. Besides, improvements in customer equity and brand equity are significantly related to firm value (Srinivasan & Hanssens, 2009) . It is the same case with improvements in consumer appraisal in terms of perceived quality, particularly for new products, then with product innovation and innovativeness, with the opening of new distribution channels, and not the case with price promotions (negatively related to firm value).
In addition, the impact on the financial performance of the brand is not the same everywhere. For instance, brands play a more important role in the success of food and beverage companies than of the B2B technology companies (whose intangible assets consist of knowledge and technologies) (Knowles, 2003) . Mizik (2014) showed that impact of brand asset on profitability is direct and contemporaneous in restaurant sector, while in the high-tech sector brand impact is realized in future with significant delay, and in distribution/retail sector there are positive current and positive future impacts of brand asset on profitability.
The most of literature often focuses on world's famous successful brands of large organizations. BMP in small and medium enterprises (SMEs) is overlooked by researchers. However, there are differences between SMEs and large organizations in the extent to which they implement key BMPs.
More interestingly, BMPs in high-performing SMEs and low-performing SMEs is different. The differences relate to respecting the "branding basics": understanding customers' needs and brand perceptions, creating relevant and valued brands, supporting the brand consistently over time, effectively communicating the brand's identity to internal and external stakeholders and creating coherent brand architecture (Berthon, Ewing, & Napoli, 2008) .
The place of intangible assets (and therefore brand) in the strategic logic of value creation for the owners can most easily be seen in the strategy map (Kaplan & Norton, 2000 . The strategy map is a logical and comprehensive architecture for the description of one strategy. It describes the critical elements of strategy (strategic initiatives) and their interconnections.
The core of any business unit strategy is the value proposition that is delivered to the consumer. The proposition describes the value of a unique mix of products, prices, services, relationships and the image which the provider offers to the consumer. Brand has an irreplaceable position in that proposition. The company differentiates its value proposition, choosing one of three strategies: operational excellence, customer intimacy and product leadership (Treacy & Wiersema, 1995) .
Strategy map is basis for the creation of a Balanced Scorecard (BSC). BSC as a comprehensive framework contains goals, their measures, quantitative targets and initiatives or actions for their achievement (Kaplan & Norton, 1996 . It enables efficient strategy implementation, business planning and makes a basis for compensation system building. In addition, it is compatible with new the approach to cost accounting as Activity Based Costing -ABC (Kaličanin & Knežević, 2013) . As BSC has become a widely accepted strategic management technique, many organisations have incorporated their brands and brand strategy into their scorecards. One of the first things to do is to develop a kind of brand strength scorecard, which can include, for instance, several measures: market share, market share trend, average contract value, price elasticity of demand, share of wallet, customer satisfaction, customer loyalty, cost per lead, conversion rate, brand differentiation. Such a measurement system that links brand investment to business performance enables organizations to manage brands in a way that increases firm value (Munoz & Kumar, 2004) .
In the modern business strategy, brand represents the focus of communication between the ones who are brand visionaries, brand providers and brand believers. The excellence in the value delivery and a strong brand experience is achieved when there is strong internal alignment with the brand among internal stakeholders and resources and strong alignment among external stakeholders, partners and customers (Srivastava & Thomas, 2010, p.466) .
Nowadays, brand is seen as a resource and a strategic hub of the company, and the goal of brand oriented approach is to satisfy the needs and wants of the consumer, within the limits of the brand core identity (Urde, Baumgarth, & Merilles, 2013) . In brand orientated organizations we can find usual statements as: branding flows through all our marketing activities, branding is essential to our strategy, branding is essential in running this company, longterm brand planning is critical to our future success, the brand is an important asset for us, everyone in this firm understands that branding our product/service is a top priority of our business (Wong & Merrilees, 2007) .
Brand comes alive through people, systems and processes. For this reason, the strategic approach and building brand are essential, not only externally, but also within the company (Veljković, 2010, p.161 ).
There are successful attempts for brand orientation index (BOI) construction which shows overall brand orientation of an organization. Moreover, Gromark and Melin showed that 15 per cent of the operating margin (EBITA) can be explained by the level of BOI (Gromark & Melin, 2011) .
Although we have noted that the value of the company mainly derives from the value of intangible assets, and therefore from the brand value, brand valuation in recent years has been developed as a separate discipline and sound methodology. At least four factors have enabled the development of brand valuation methods: measuring marketing performance, justifying share prices, trading brands and tax management (Salinas & Ambler, 2009 ). Today, the brand valuation industry is quite developed with several dozen players, and Interbrand is a pioneer in this industry. Although there are several models of evaluation, it is possible to distinguish three general approaches to evaluation: cost (which predicts the costs of brand development), market (in terms of recording prices at which similar brands are traded in a sufficient number of transactions) and income (based on the projection of cash flows generated by the brand).
Regardless of the method used to estimate the value of the brand, it is clear that the valuation of the brand should not be a purpose in itself. Increasing the value of the brand should enable the improvement of the financial performance of a company. In this regard, it is necessary to investigate the relationship between brand value and performance of a company because, like other investments, investments in building brand value should lead to maximizing shareholder value. In addition, such a connection facilitates testing market viability of investment in the brand. Finally, such a proven link leads to the inclusion of brand equity in the balance sheet (Yeung & Ramasamy, 2008) . This leads to a new view of marketing spending. Because of the significant relationship between relative market share and cash flow performance (levels and variability), in contrast to accounting standards and conventions, marketing spending should be treated as an investment rather than an expense (Morgan & Rego, 2009) .
Uncovering the link between branding and financial performance has attracted the attention of the business and scientific community in recent years. Singh, Faircloth, & Nejadmalayeri (2005) suggest significant positive relationship between advertising expenditure and market value added (MVA). Conchar, Crask, & Zinkhan prove that there is a positive relationship between enterprise spending on advertising and promotion, and its market value, which supports the notion of a connection between the brand-building activities and financial performance of the company. It is expected that these investments will lead to maximizing cash flows in the future and, consequently, increasing the shareholders' wealth (Conchar et al, 2005) . This cash flow can be generated only by changes in consumer behaviour engendered by the ability of companies to leverage the equity of their brands (Das, Stenger, & Ellis, 2009 ). Marketing expenditure should increase firm value, and marketing's efforts should make revenues (and cash flow) first (Hanssens, Rust, & Srivastava, 2009 ). Madden, Fehle, & Fournier (2006) emphasize the role of brand in reducing the volatility and vulnerability of cash flows, as well as conceptualization of brand as a powerful risk management tool. Strong brands have less risk of failure than weak brands. Because of that they require less risk premium (Hupp & Powaga, 2004) . Customer satisfaction could be seen as a strategic buffer against uncertainty in turbulent times. That is the reason why investors use customer satisfaction as a proxy for the ability of a company to generate future cash flows (Kambara, 2010) . Besides, customer satisfaction is positively related to capital market reputation, and capital market reputation is positively related to firm performance (accounting returns and shareholder value).
Strong brands can increase cash flow in four ways: obtaining higher prices (premium prices), higher volume growth, lower costs (economies of scale in marketing and distribution), higher asset utilisation (because of integration with suppliers and distributors reductions in inventories, manufacturing and distribution assets). Brands also can increase business value by: accelerating cash flows, increasing the continuing value of cash flow and reducing the cost of capital (Doyle, 2000, pp. 229-232) . Shareholder value is higher when strong brands are extended into territories, than weaker ones (Sjödin, 2007) . Besides, Booz Allen Hamilton and Wolff Olins European survey among Marketing and Sales Officers showed that brand-guided companies producing industrial goods achieved an EBITDA of 17% against 10% for remaining companies (Harter, et al. 2005) . They also found in case study banks that brand-guided companies surveyed achieved a return on equity of 19% against 8% for remaining companies.
Financial measure influences market valuations only to the extent that it drives investor expectations about future performance. Nowadays, companies are in a position to use a great number of financial measures: traditional (predominantly accounting) and modern (value-based) measures and integral approach to their choice is considered as appropriate (Kaličanin, 2005) . But, financial performance measures explain only 40-60 per cent of the variations in market values; in highly branded sectors, individual measures of brand health correlate 30-60 per cent with variations in market value; both financial measures and brand health measures explain up to 80 per cent of the variance in valuations in some sectors (Knowles, 2003) .
Although brand is the subject of attention both in companies that apply differentiation strategy, as well as in the companies that implement cost leadership strategy, research has shown that the importance of brands for value creation in financial terms (not in the sense of customer value) is higher in the case of differentiation strategies. Indeed, differentiation is the driver of margin: the higher a brand's differentiation, the higher its current margin and future potential. One can rarely gain in volume what it sacrifices in margin. Brands that sacrifice share to maintain margin deliver significant levels of incremental EVA; and increasing market penetration while losing differentiation results in relatively minor value creation (Knowles, 2003) . Moreover, differences in business value are related to differences in profit margins and firms with higher margins should have higher value-to-sale multiples (Mizik & Jacobson, 2009 ).
Overview of research methodology
The research was conducted by collecting responses to the survey with CEOs, marketing managers and brand managers of 74 companies in the Republic of Serbia, for the period 1/06/2014 to 1/07/2014. The response rate was 17 percent.
We used a web-based questionnaire in which managers had to provide answers to all the questions. Although managers were asked about the name of their companies, we emphasized that those data would not be publicized. Further, we divided questionnaire into two parts. The first part contained questions about characteristics of the company, and the second part contained questions about attitudes of managers on brand orientation dimensions. Attitudes were examined using a seven-point Likert Scale. We asked the respondents to be honest in their answers and not to give socially desirable answers.
As a measure for the size of the company we used official categorization of the companies found on the website of the Serbian Business Registers Agency. All the companies were grouped into small and medium enterprises (SM) and large enterprises (L). Companies were also divided in two categories regarding their internationalization (if they generated any sales abroad or not) as internationalized (I) or non-internationalized (N-I). According to their origin of company ownership we divided all the companies into foreign (FC) and domestic ones (DC). Besides, according to the origin of brand, we divided all the companies into two groups: with international brands (IB) and with domestic brands (DB). The last two categorizations were according to the type of goods sold. Specific business area of key brands was selected by the managers within a list containing the following industries: fresh and frozen food, packaged food, non-alcoholic beverages, alcoholic drinks, non-food FMCG, pharmaceutical and related products, durable goods and small appliances, and others. All these industries were agglomerated into two big categories: producers (P) and distributers/foreign representations offices (DR). Further, companies were divided into two broad groups: first group of businesses of fast-moving consumer goods or consumer packaged goods (FMCG) and second group of other businesses which mostly sell durable goods, here named as other business-to-consumer companies (Other B-to-C).
The summary of the number of companies in each group (subsamples) is provided in Table 1 . The subject of our research was to establish the relationship between the dimensions of brand orientation (BODs) and financial performance of the company. Financial performance of the analyzed companies could not be tracked through measures from the financial markets in Serbia because this market is undeveloped with few investment alternatives, a modest level of trading on them and a small number of investors. So we were forced to focus on the accounting performance measure. EBITDA margin was used as a proxy for financial performance.
Financial performance of companies that is (or should be) influenced by BODs is EBITDA margin. EBITDA margin should indicate past profits which is often a good indicator of the firm's future ability to be profitable and generate positive cash flows. Obviously, EBITDA margin is not influenced only by brand orientation and brand barriers, but by other factors in production, research and development, supply chain or finance, for instance. Nevertheless, our assumption was inspired by Gromark and Melin (2011) when they found a relationship between brand orientation (with some different dimensions in relation to ours) and operating margin (EBITA), as well as by survey conducted by Booz Allen Hamilton and Wolff Olins (Harter, et al. 2005) .
Our additional analyses were focused on finding differences between BODs in different companies grouped according to the previously described characteristics. We observed BODs through the perception of the surveyed managers in terms of overall brand orientation, which should have a positive impact on financial performance.
As key dimensions of brand orientation in our model we pointed out: Innovativeness, Brand commitment, Brand monitoring, and Marketing channel relationships.
Innovativeness reflects the orientation of the company to new ideas and solving business problems in a creative way, here we included it in BODs because it has close ties with marketing and brand activities in the company. Of course, it is in the domain of responsibility of the marketing department, as well as of other departments, for instance, R&D.
Brand commitment means true orientation of the organization and its managers to brand and brand management. This is evident through various organizational processes, attitudes towards investment and strategic approach to branding, etc.
Legislation related to accounting, does not require a separate recording and bookkeeping information about brands. On the other hand, it is impossible to manage brands without information about their income and expenses. It is also necessary to know their market share, track perceptions of brands, the effectiveness of investing in brands, etc. Therefore, it is necessary to monitor and control the outcomes of brands.
Distributors and retailers enable companies to connect brands with the market and consumers. Developing good relationships in marketing channels is a prerequisite for successful brand positioning. Manufacturers, distributors, and retailers are partners, not enemies. On the one hand, a reputable brand is a connection between partners, and on the other hand, a good relationship between the parties, affects the successful introduction of new brands. This is particularly important in the B-to-C segment.
Finally, we made the assumption that there are certain barriers that hinder a company in its brand orientation and thus affect the financial performance but in a negative way. These are brand barriers specific to the organization itself or its systems, processes, culture, and attitudes of its managers and employees regarding the perception of the brand as a key intangible asset.
Furthermore, in our study we formulated the items that describe the brand orientation and brand barriers. So, we asked managers to evaluate their practices in their firms according to the items described in table 2. Brand barriers (negative influence on financial performance) 6 items regarding: not recording brand costs, brand building is understood in organization as cost not as an investment, lacking brand investments, branding is seen as "exclusive practice" of large companies, and "very expensive activity", while the lowest prices is the key factor in brand positioning .721
Source: Authors' calculations
For each answer, a separate seven-point Likert Scale (Strongly disagree, Disagree, Disagree somewhat, Undecided, Agree somewhat, Agree, Strongly Agree) was given.
Cronbach's Alpha is the most commonly used indicator to measure internal consistency and therefore reliability of a questionnaire. The values for Cronbach's Alpha were all above the acceptable limit of 0.7, except for one latent variable, which was slightly below 0.7 (Marketing channel relationships, 0.69). Therefore, Cronbach's alpha has proven that all included items in particular factors of BODs can be used as one single measurement.
Identifying the relationship between BODs and financial performance implied the analysis in several fields:
-identifying linkages between BODs and EBITDA margin; -analysis of companies with above average EBITDA margin, and companies with below average EBITDA margin, and identifying the factors influencing that financial measure; -examination of the differences in BODs between the groups of companies grouped according to the following characteristics: size, internationalization, origin of the company, origin of the brand, business area, type of goods.
We took the data on EBITDA margin from the business portal of CUBE Risk Management Solutions, the company that provides business information and credit risk services (www.cube.rs). We used the statistical program IBM SPSS v20 to perform the statistical analysis.
Research results and discussions
In the analysis we used test of Pearson's Correlation. The test showed that EBITDA margin is significantly positively correlated with brand orientation and significantly negatively correlated with brand barriers at the level of 0.01 (Table 3 ). We can conclude that general brand orientation, and brand barriers directly affect the EBITDA margin, but in different directions.
Average EBITDA margin of the whole sample was 8.41% and Median was 7.75%. Median was used to set a line to divide the whole sample into two groups: first group of companies with above average EBITDA margin, and the second group of companies with below average EBITDA margin. It turned out that we had exactly 37 companies in each of such established groups. Next, we investigated the influence of certain factors -dimensions of brand orientation and brand barriers on EBITDA margin. The survey results showed that there are differences in the mean per individual factors between the two groups of companies ( Figure 1 ). We run t-tests to compare the means of the two sample groups. Statistically significant differences existed in the factors: innovativeness, brand monitoring, and brand barriers (significant at the 0.01 level), and brand management commitment (significant at the 0.05 level). Also, a statistically significant difference was found for the brand orientation observed as a result of all these dimensions (at the 0.01 level). Furthermore, we ran t-tests to compare two sample means of the groups of companies with different business profiles to determine if there was any statistically significant difference between their BODs and between their EBITDA margins. EBITDA margin for each group from sample is shown in Table 4 . T-test showed that there was a statistically significant difference in EBITDA margin only in the case of origin of the company at the 0.01 level. This suggests that there was a significant difference in brand management practices conducted in the two groups of companies. Foreign-owned companies achieved significantly higher EBITDA margin due to stronger brand orientation and weaker brand barriers. Although there were differences in the EBITDA margin in other groups, these differences were not statistically significant. 
Source: Authors' calculations
Our finding about strong relationship between brand orientation and financial performance is in line with the findings of Gromark & Melin (2011) , Conchar et al. (2005) , Harter et al. (2005) as well as with Ailawadi et al. (2001) .
Next, we wanted to determine the reasons for any difference in EBITDA margin between foreign and domestic companies. This prompted us to research the differences between BODs within these sub-samples. We recorded the following estimates of dimensions, as shown in Table 5 .
In the case of company origin, except the difference in the EBITDA margin, there were statistically significant differences in:
-brand monitoring, -marketing channel relationship, -overall brand orientation, as well as in -brand barriers.
Although we did not find statistically significant difference between the EBITDA margin for the other groups, it is interesting to point out that there were differences in practices between the companies classified by origin of brand (statistically significant difference in overall brand orientation, and marketing channel relationship -at the 0.05 level). This can be interpreted as a consequence of transferring (or perhaps the imposition) of BMPs from companies that own international brands (or their principals) to domestic companies (distributors, manufacturers on the basis of a license agreement, etc.).
Conclusion
We embarked on the research aware of some limitations and circumstances. The conditions of undeveloped financial markets in Serbia that clearly send signals about the effectiveness of business decisions (including decisions on branding), forcing us to relate the practice (especially state of BODs) with short-term performance criteria, such as EBITDA margin. We avoided taking into account the measures of value creation, for instance, Total Shareholder Return (TSR) or Market Value Added (MVA). Nevertheless, it could be useful to make correlation tests with other financial measures, for instance with Return on assets (ROA), or maybe Economic Value Added (EVA).
Besides, despite the considerable number of international companies surveyed, this study has been conducted in one country only, the Republic of Serbia. We think that interesting results could be obtained by similar studies across the region and the EU.
We are aware of the limitation that the answers of the surveyed managers regarding the company brand orientation could reflect their personal views of brand orientation, not the general perception at the level of the whole organization. Perhaps, a kind of group answers of relevant "brand carriers" in a surveyed company could give us better insight in BODs in that company.
This survey was conducted in the period of global economic and financial crisis, when margins, ROA and ROE were on the lower level, and when all companies from different industries were not affected to the same extent. It could be very interesting to conduct longitudinal studies to see if the BODs would lead to better, sustainable profitability in the period after the world economic crisis. Finally, note that we analyzed only companies from B-to-C sector.
However, despite those limitations and circumstances, it is possible to point out several important conclusions:
-brand orientation could be analysed considering the following dimensions: innovativeness, brand commitment, brand monitoring, and marketing channel relationships. They are items of good BMP. Brand barriers are identified as items of bad BMP; -there is a clear nexus between brand orientation, brand barriers and financial performance (EBITDA margin) of the surveyed companies; -brand orientation is positively correlated, and brand barriers negatively correlated with financial performance (EBITDA margin); -companies with above average EBITDA margin and companies with below average EBITDA margin differ significantly in: innovativeness, brand commitment, brand monitoring, and brand barriers; -foreign companies implement efficient brand management practice that make companies brand oriented, that in final instance, leads to better financial performance; -companies which deal with international brands have stronger brand orientation in relation to the companies which deal with domestic brands.
These conclusions lead us toward specific recommendation for managers of local companies. It relates primarily to the execution of benchmarking of foreign companies regarding their BODs. This will include an in-depth analysis of each element in all dimensions of brand orientation in the sense of the description of its condition and identification of precise directions for its improvement. The purpose of this process is improvement of the innovation processes, enhancement of management in marketing channel relationships, creation of a brand performance measurement system and development of brand commitment.
These conclusions give us the right to believe that the final result of this process could be enhancement of competitiveness and profitability of local companies, and raising the competitiveness of the national economy. In this sense, this study has social significance.
